Compilation and review developments - 2009;  Compilation and Review alert; Audit risk alerts by American Institute of Certified Public Accountants. Accounting and Review Services Committee
University of Mississippi
eGrove
Industry Guides (AAGs), Risk Alerts, and
Checklists
American Institute of Certified Public Accountants
(AICPA) Historical Collection
1-1-2009
Compilation and review developments - 2009;
Compilation and Review alert; Audit risk alerts
American Institute of Certified Public Accountants. Accounting and Review Services Committee
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_indev
Part of the Accounting Commons, and the Taxation Commons
This Book is brought to you for free and open access by the American Institute of Certified Public Accountants (AICPA) Historical Collection at
eGrove. It has been accepted for inclusion in Industry Guides (AAGs), Risk Alerts, and Checklists by an authorized administrator of eGrove. For more
information, please contact egrove@olemiss.edu.
Recommended Citation
American Institute of Certified Public Accountants. Accounting and Review Services Committee, "Compilation and review
developments - 2009; Compilation and Review alert; Audit risk alerts" (2009). Industry Guides (AAGs), Risk Alerts, and Checklists.
1072.
https://egrove.olemiss.edu/aicpa_indev/1072
20
09
Strengthening engagement Quality 
Safeguarding financial reporting
Compilation 
and Review 
Developments
COMPILAT ION  AND  REV I EW  ALERT
  
  
 A
m
e
r
ic
A
n
 i
n
s
t
it
u
t
e
 o
f
 c
e
r
t
if
ie
d
 P
u
b
l
ic
 A
c
c
o
u
n
t
A
n
t
s
0223009
AICPA Member and
Public Information:
www.aicpa.org
AICPA Online Store:
www.cpa2biz.com
ACPA121-ARA-IET-cover_no-spine.indd   1 12/17/09   7:30 PM
Copyright © 2009 by 
American Institute of Certified Public Accountants, Inc. 
New York, NY 10036-8775
All rights reserved. For information about the procedure for requesting permission 
to make copies of any part of this work, please visit www.copyright.com or call 
(978) 750-8400.
1 2 3 4 5 6 7 8 9 0  AAP  0 9
ISBN 978-0-87051-857-7
ACPA121-ARA-IET-copyright_09.indd   1 12/14/09   5:06 PM
  
  
  
  
A
m
e
r
ic
A
n
 i
n
s
t
it
u
t
e
 o
f
 c
e
r
t
if
ie
d
 P
u
b
l
ic
 A
c
c
o
u
n
t
A
n
t
s
20
09
Strengthening engagement Quality 
Safeguarding financial reporting
Compilation 
and Review 
Developments  
c o m p i l at i o n  a n d  r e v i e w  a l e rt
17
76
-3
41
P1: G.Shankar
ACPA121-CRA ACPA121.cls December 16, 2009 20:27
Compilation and Review Developments—2009 iii
Notice to Readers
This Compilation and Review Alert (alert) is intended to provide accountants
with an update on recent practice issues and professional standards that affect
compilation and review engagements. This alert also can be used by an entity's
internal management to address areas of concern.
This publication is an other compilation and review publication, as defined in
AR section 50, Standards for Accounting and Review Services (AICPA, Profes-
sional Standards, vol. 2). Other compilation and review publications have no
authoritative status; however, they may help the accountant understand and
apply the Statements on Standards for Accounting and Review Services.
If an accountant applies the guidance included in an other compilation and
review publication, he or she should be satisfied that, in his or her judgment, it
is both relevant to the circumstances of the engagement and appropriate. The
guidance in this document has been reviewed by the AICPA Audit and Attest
Standards staff and published by the AICPA and is presumed to be appropriate.
This document has not been approved, disapproved, or otherwise acted on by a
senior technical committee of the AICPA.
Kristy L. Illuzzi, CPA
Technical Manager
Accounting and Auditing Publications
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Compilation and Review Developments—2009 1
How This Alert Helps You
.01 This Compilation and Review Alert (alert) is designed to help you as
you plan and perform your compilation and review engagements. This alert
discusses recent Statements on Standards for Accounting and Review Ser-
vices (SSARSs) developments, addresses emerging practice issues, and provides
valuable information regarding current accounting developments.
.02 Certain accounting guidance referenced in this alert has been codi-
fied into the Financial Accounting Standards Board (FASB) Accounting Stan-
dards Codification™ (ASC). On June 30, 2009, FASB issued FASB Statement
No. 168, The FASB Accounting Standards Codification™ and the Hierarchy of
Generally Accepted Accounting Principles—a replacement of FASB Statement
No. 162, which is codified in FASB ASC 105, Generally Accepted Accounting
Principles. On the effective date of this statement, FASB ASC became the source
of authoritative U.S. accounting and reporting standards for nongovernmental
entities, in addition to guidance issued by the Securities and Exchange Com-
mission (SEC). At that time, FASB ASC superseded all then-existing, non-SEC
accounting and reporting standards for nongovernmental entities. Once effec-
tive, all other nongrandfathered, non-SEC accounting literature not included
in FASB ASC became nonauthoritative. See the discussion of FASB ASC in the
"Accounting Issues and Developments" section of this alert.
Economic Developments
The Current Economic Crisis
.03 When compiling or reviewing financial statements, you should possess
a level of knowledge of the accounting principles and practices of the industry in
which the entity operates that will enable you to compile or review the financial
statements for an entity operating in that industry. Furthermore, to compile or
review financial statements, you should possess a general understanding of the
nature of the entity's business transactions. Such understanding may include
an understanding of the economic conditions facing the industry in which your
client operates. Economic activities relating to factors such as interest rates,
availability of credit, consumer confidence, overall economic expansion or con-
traction, inflation, and labor market conditions are likely to have an effect on
an entity's financial statements.
.04 Currently, the U.S. economy continues to experience severe instability.
The National Bureau of Economic Research officially declared that, as of De-
cember 2007, the United States slid into a recession. The length and severity
of the economic downturn remain unclear. Recently, certain positive signs have
emerged, such as an increase in U.S. real gross domestic product (GDP) and con-
sumer spending in the third quarter of 2009, which historically have pointed to
economic recovery. However, other indicators, such as the unemployment rate,
have not shown significant improvement. Some key occurrences that exhibit
the gravity of the economic crisis include the following:
 U.S. GDP, the broadest measure of economic activity, decreased
for four consecutive quarters, beginning with the fourth quarter
of 2008.
 The number of jobless claims remains high.
ARA-CRA .04
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 The Federal Reserve has maintained the federal funds interest
rate at a historically low level.
 Federal government intervention in the private sector has in-
creased. Numerous financial institutions and automakers have
received bailouts from the government.
 Millions of households owe more on their mortgages than their
homes are currently worth. The number of residential home fore-
closures continues to increase.
 The financial markets continue to experience instability—historic
lows followed by rallies. In March 2009, the S&P 500 and
Dow Jones Industrial Average reached their 12-year lows, and
NASDAQ closed at its lowest point since October 2002.
 The demand for U.S. Treasury bills has increased at a staggering
rate, which drove the interest rate for these Treasury bills to less
than 1 percent in March 2009.
 The Treasuries-Over-Euro-Dollar Spread reached 4.63 percent in
October 2008, a historic high, before returning to 1.04 percent in
March 2009.
Key Economic Indicators
.05 These key economic indicators further illustrate the severity of the
recessionary period the United States is experiencing.
.06 The GDP measures output of goods and services by labor and property
within the United States. It increases as the economy grows or decreases as it
slows. According to advance estimates from the Bureau of Economic Analysis,
real GDP increased at an annual rate of 3.5 percent in the third quarter of 2009.
This data indicates a moderation in the slowing of the economy seen in the
fourth quarter of 2008 and first quarter of 2009, which experienced decreases
of 6.3 percent and 5.5 percent, respectively.
.07 The unemployment rate increased at a slower pace from June to Octo-
ber 2009. During that period, it ranged between 9.4 percent and 10.2 percent.
An unemployment rate of 10.2 percent represents approximately 15.7 million
people. Since the start of the recession in December 2007, the number of un-
employed persons has increased by as much as 8.2 million, or 5.3 percentage
points.
.08 As of March 2009, the Federal Reserve had decreased the target for the
federal funds rate more than 5.0 percentage points to less than 0.25 percent. The
Federal Reserve noted in its November 4, 2009, press release "that economic
conditions are likely to warrant exceptionally low levels of the federal funds
rate for an extended period."
Government Intervention to Curtail the Economic Crisis
.09 The U.S. government has taken unprecedented actions to prevent wors-
ening economic conditions, including passing the American Recovery and Rein-
vestment Act of 2009 (Recovery Act) and the Emergency Economic Stabiliza-
tion Act of 2008 (EESA), facilitating the sale of ailing banks and dramatically
increasing the monetary programs available from the Federal Reserve. The
results of these actions have not been fully realized to date.
ARA-CRA .05
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Compilation and Review Developments—2009 3
The American Recovery and Reinvestment Act of 2009
.10 In February 2009, President Obama signed legislation designed to
work hand in hand with the EESA to stimulate the U.S. economy. The Recovery
Act is designed primarily to combat the rising unemployment trends, put more
money in the hands of consumers, and reduce the likelihood that state and
local governments will need to raise taxes significantly. According to the White
House press release, the legislation will do the following:
 Create or save 3.5 million jobs in the next 2 years
 Provide direct tax relief to working and middle class families
 Double the U.S. renewable energy generating capacity over
3 years
 Stimulate private investment in renewable energy through tax
credits and loan guarantees
 Invest $150 billion in U.S. infrastructure projects
 Provide funds to U.S. state and local governments to support
health and education programs
.11 Many of the provisions of this legislation took effect immediately in
an effort to stimulate consumer spending and boost the economy. The total
cost of the spending in the Recovery Act is $787 billion, which is in addition
to the $700 billion in the EESA. Many economists are concerned that further
financial support may be necessary before an economic recovery is possible. Ad-
ditionally, the federal government developed the Web site www.recovery.gov to
facilitate a transparent process to ensure accountability for the execution of the
package.
Other Government Intervention
.12 The passage of the Recovery Act came shortly after the passage of the
EESA, which was signed into law in October 2008. As stated in Section 2 of
the EESA bill, it "provide[s] authority and facilities that the Secretary of the
Treasury can use to restore liquidity and stability to the financial system of
the United States" to ensure the economic well-being of Americans. Primary
components of the EESA bill include the following:
 An allocation of $700 billion to stabilize the U.S. financial system
 The creation of an oversight board, executive compensation rules,
and other corporate governance rules for any entities that receive
government aid
 An increase of the statutory limit on public debt from $10.0 trillion
to $11.3 trillion
 A temporary increase of Federal Deposit Insurance Corporation
insurance limits
 The creation of a tax modification for Fannie Mae and Freddie Mac
stock losses
 The restatement of the SEC's authority to suspend the application
of FASB Statement No. 157, Fair Value Measurements, which is
ARA-CRA .12
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codified in FASB ASC 820, Fair Value Measurements and Disclo-
sures
 The requirement of the SEC to conduct a study on the impact of
FASB's fair value guidance1
.13 The EESA authorized the U.S. Treasury to create the Troubled Assets
Relief Program (TARP), the original intent of which was to use $700 billion to
purchase illiquid mortgage assets from banks. As part of TARP, the Capital Pur-
chase Program (CPP) was intended to inject $250 billion of capital into banks.
Half of the CPP funds were distributed to 9 of the largest financial institutions
in the nation, which held approximately 55 percent of U.S. banking assets. The
other half of the funds were allocated for smaller financial institutions. The
clear intent of the CPP was for the participating banks to increase lending;
however, many question if the banks have responded accordingly.
.14 In addition to bailout funds targeting financial institutions, a $17.4 bil-
lion rescue package for the U.S. automakers was issued in December 2008. The
first $13.4 billion was lent to the automakers immediately, and the remaining
$4 billion was lent in subsequent months. The U.S. government will continue to
work directly with automakers and also will receive nonvoting warrants from
automakers that accept taxpayer funding.
.15 The complete effects of the Recovery Act, as well as the other govern-
ment interventions, will take time to be felt throughout the economy; however,
the primary goal is to increase market confidence and liquidity.
Small Business Trends and Conditions
.16 Private companies and, more specifically, small businesses are a main
driver for the U.S. economy. According to the National Federation of Indepen-
dent Businesses (NFIB), small businesses have produced roughly half of the
private GDP and about 2 out of every 3 new jobs in the United States since the
early 1970s. The United States has nearly 6 million small business employers,
96 percent of which employ fewer than 100 people.
.17 According to the November 2009 NFIB Small Business Economic
Trends, the Index of Small Business Optimism gained 0.3 points, rising to 89.1,
which is 8.1 points higher than the survey's second lowest reading reached in
March 2009. In the 1980–82 recession period, the index was below 90 only in 1
quarter. In this recession, the index has been below 90 for 6 quarters, indicative
of the severity of this downturn.
.18 Overall, the small business job machine is still in reverse, due to con-
tinued declines in reported sales, rising labor costs, and a need to cut costs.
Reported capital spending is at historic low levels and owners are still, on bal-
ance, reducing inventory stocks, so orders to wholesale and manufacturing firms
for new inventory are weak. Price cutting is rampant (though slowing), which,
when combined with lower real sales, continues to produce record reports of
earnings declines, and is one reason capital spending remains low.
.19 In summary, the economic outlook remains uncertain. Pay close atten-
tion to how economic factors such as interest rates, consumer confidence, the
housing market, overall economic expansion or contraction, inflation, and the
1 For the full text of the Securities and Exchange Commission report, visit www.sec.gov/news/
studies/2008/marktomarket123008.pdf.
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labor market will affect your clients and your compilation and review engage-
ments.
Recently Issued SSARS
Issuance of SSARS No. 18
.20 In February 2009, the Accounting and Review Services Committee
(ARSC) issued SSARS No. 18, Applicability of Statements on Standards for
Accounting and Review Services (AICPA, Professional Standards, vol. 2).
.21 SSARS No. 18 revised the applicability of SSARSs so that SSARSs
do not apply when the provisions of Statement on Auditing Standards (SAS)
No. 116, Interim Financial Information (AICPA, Professional Standards, vol. 1,
AU sec. 722), apply. SAS No. 116 amends AU section 722 to accommodate re-
views of interim financial information of nonissuers, including companies of-
fering securities pursuant to SEC Rule 144A or participating in private equity
exchanges. For example, a nonisser may, on a quarterly basis, prepare interim
financial statements that conform to the requirements of Article 10 of SEC
Regulation S-X.
.22 Pursuant to SSARS No. 18, if you are engaged to review an entity's
interim financial statements, you would perform that review in accordance with
SSARSs, unless all of the following are met:
 You audited the entity's latest annual financial statements, or the
entity's latest annual financial statements were audited by a pre-
decessor.
 You have been engaged to audit the entity's current year finan-
cial statements, or you audited the entity's latest annual financial
statements and expect to be engaged to audit the current year
financial statements.
 The client prepares its interim financial information in accordance
with the same financial reporting framework used to prepare the
annual financial statements.
.23 If the preceding conditions are met, the review of the interim financial
information is considered to be an extension of the annual audit—in the same
manner as the interim financial statements themselves are considered to be an
extension of the annual financial reporting. In that case, because you are the
entity's auditor and have (or will be acquiring) an audit base of knowledge, it is
appropriate to follow the auditing literature in performing the interim review.
.24 SSARS No. 18 is effective for compilations and reviews of financial
statements for periods beginning after December 15, 2009. Early application is
permitted.
Recently Issued Compilation and Review
Interpretations of SSARSs
.25 Compilation and review interpretations of SSARSs are interpretive
publications, pursuant to AR section 50, Standards for Accounting and Review
Services (AICPA, Professional Standards, vol. 2). Interpretive publications are
not standards for accounting and review services. Interpretive publications are
ARA-CRA .25
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recommendations on the application of SSARSs in specific circumstances, in-
cluding engagements for entities in specialized industries. An interpretive pub-
lication is issued after all ARSC members have been provided an opportunity
to consider and comment on whether the proposed interpretive publication is
consistent with SSARSs.
.26 The accountant should be aware of and consider interpretive publi-
cations applicable to his or her compilation or review. If the accountant does
not apply the guidance included in an applicable interpretive publication, the
accountant should be prepared to explain how he or she complied with SSARSs'
provisions addressed by such guidance.
Interpretation No. 31 of AR section 100
.27 In December 2008, ARSC issued Interpretation No. 31, "Preparation
of Financial Statements for Use by an Entity's Auditors," of AR section 100,
Compilation and Review of Financial Statements (AICPA, Professional Stan-
dards, vol. 2, AR sec. 9100 par. .136–.137). Paragraph .24 of AR section 100
states, in part, "When an accountant submits unaudited financial statements
to his or her client that are not expected to be used by a third party, he or
she should either issue a compilation report in accordance with the reporting
requirements discussed in paragraphs .13–.23 or document an understanding
with the entity through the use of an engagement letter, preferably signed by
management, regarding the services to be performed and the limitations on the
use of those financial statements."
.28 This interpretation clarifies that in the situation when a client engages
an accountant, other than its auditor, to prepare unaudited financial statements
on behalf of management (and when those financial statements are provided
by management to its outside auditor for the purposes of the annual audit),
the client's auditor is not deemed to be a third party using the financial state-
ments. The auditor's role is to apply auditing procedures to those statements
in order to obtain sufficient appropriate audit evidence to support his or her
opinion on those statements. Accordingly, the accountant may avail himself or
herself of the nonreporting exception when compiled financial statements are
not expected to be used by a third party, pursuant to paragraphs .24–.27 of
AR section 100.
Exposure Draft to Revise Standards for Compilation
and Review Engagements
.29 In April 2009, ARSC issued an exposure draft of a proposed SSARS to
revise the standards for compilation and review engagements.
.30 The exposure draft included a trio of sections: Framework and Objec-
tives for Performing and Reporting on Compilation and Review Engagements,
Compilation of Financial Statements, and Review of Financial Statements. In
drafting the proposed standard, ARSC considered recommendations from the
Private Companies Practice Section Reliability Task Force to look at whether
it would be appropriate to perform a review while also establishing and main-
taining aspects of a small business's internal control over financial reporting.
.31 The proposed standard also suggested moving to a concept of moder-
ate assurance instead of limited assurance in order to harmonize the AICPA's
review standard with the International Auditing and Assurance Standards
ARA-CRA .26
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Compilation and Review Developments—2009 7
Board's (IAASB's) review standard, International Standard on Review Engage-
ments No. 2400, Engagements to Review Financial Statements, and reviewed
guidance included in the U.S. attestation literature by moving to the concept
of moderate assurance versus limited assurance. The proposed standard also
would codify the compilation and review standards so that compilation stan-
dards will be separate from review guidance.
.32 The comment deadline was July 31, 2009.
Current Status of the Proposed SSARS
.33 At its meeting on September 1–3, 2009, ARSC determined to continue
referring to the level of assurance obtained in a review engagement as limited
assurance, as opposed to the term moderate assurance that was introduced in
the exposure draft. The decision to stay with limited assurance was due to inter-
national developments, which indicate that the international review standard
will likely be changed from moderate assurance to limited assurance. ARSC
will continue to monitor the status of the IAASB's project to revise its review
standards and react if any changes warrant revision of SSARSs. ARSC also
determined that there should be no prohibition if the accountant chooses to
disclose the reasons for a lack of independence in the accountant's compilation
report, except to require that if a reason is given, then all reasons for indepen-
dence impairment are to be given.
.34 In addition, ARSC met on November 10–12, 2009, and continued to
consider the proposed SSARS. Through the comment letter process, it became
apparent to ARSC that confusion exists about what it means to establish or
maintain internal controls. Therefore, ARSC determined that with respect to
that portion of the proposed SSARS that would have permitted a review even
if the practitioner was not independent for establishing or maintaining aspects
of internal control over financial reporting, it should take more time to con-
sider the appropriate course of action, including further outreach to interested
stakeholders (including the Professional Ethics Executive Committee and the
National Association of State Boards of Accountancy) to clarify ARSC's intent
with respect to the proposed revision and how such revision is in the public in-
terest. Nevertheless, ARSC remains committed to its view that practitioners be
permitted to review financial statements even when they also perform services
that are intended to assist the client in maintaining effective internal control
over financial reporting designed to prepare reliable and high quality financial
statements.
.35 Significant changes to SSARSs include the following:
 The introduction of the term review evidence to the review litera-
ture. This change to the review literature clarifies that a review
requires the accumulation of review evidence to provide a rea-
sonable basis for obtaining limited assurance that there are no
material modifications that should be made to the financial state-
ments in order for the statements to be in accordance with the ap-
plicable financial reporting framework. The standard states that
evidence from analytical procedures and inquiries will ordinarily
provide that evidence but that the accountant should use profes-
sional judgment in making that determination.
 A discussion of materiality in the context of a review engagement.
 A requirement that an accountant document the establish-
ment of an understanding with management through a written
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communication (that is, an engagement letter) regarding the ser-
vices to be performed.
 The establishment of enhanced documentation requirements for
compilation and review engagements.
 The removal of the prohibition against allowing an accountant to
include a description in the accountant's compilation report re-
garding the reason(s) for an independence impairment.
 The recodification of SSARS literature into separate sections for
compilation and review engagements.
.36 ARSC voted to issue these revisions as a final standard—SSARS
No. 19, Compilation and Review Engagements (AICPA, Professional Standards,
vol. 2). The standard is expected to be issued in December 2009 and will be
available in print in early January 2010. The effective date is for compila-
tions and reviews of financial statements for periods ending on or after Decem-
ber 15, 2010; however, early application would be permitted only with respect
to permitting an accountant to disclose the reasons for a lack of independence
in a compilation report.
Current Practice Issues
Determining Whether Financial Statements Have Been
Prepared by the Accountant
.37 In December 2008, the AICPA issued Technical Questions and Answers
(TIS) section 9150.25, "Determining Whether Financial Statements Have Been
Prepared by the Accountant" (AICPA, Technical Practice Aids).
.38 Paragraph .01 of AR section 100 states that the accountant should
not submit unaudited financial statements of a nonissuer to his or her client
or third parties unless, at a minimum, he or she complies with the provisions
of AR section 100 that are applicable to a compilation engagement. Submis-
sion of financial statements is defined in paragraph .04 of AR section 100 as
presenting to a client or third parties financial statements that the accoun-
tant has prepared either manually or through the use of computer software. If
an accountant's work effort results in, or contributes to, the existence of finan-
cial statements, this question and answer addresses what an accountant should
consider in determining whether he or she prepared those financial statements.
Some of the factors to consider include the following:
 The process used to create the financial statements
 Whether the client engaged the accountant to prepare financial
statements or reasonably expected that, as part of the profes-
sional services engagement, the accountant would prepare finan-
cial statements
 The extent of work effort that an accountant contributed to the
existence of the financial statements
 Where the underlying accounting information resides
.39 Considerations such as who printed the financial statements or the
location at which an accountant's services were performed (for example, at
the client's location or the accountant's location) are generally not factors in
determining whether the accountant has prepared financial statements.
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Engagement Letters
.40 Paragraph .05 of AR section 100 states that the accountant should
establish an understanding with the entity, preferably in writing, regarding
the services to be performed. An engagement letter is required in engagements
to compile financial statements not intended for third party use (often referred
to as SSARS 8 engagements).
.41 The understanding is generally with the entity's management. Bene-
fits realized by the accountant through obtaining an engagement letter include
reducing the risk that either the accountant or management may misinterpret
the needs and expectations of the other party.
.42 The engagement letter includes the following:
 The objectives of the engagement
 Management's responsibilities
 The accountant's responsibilities
 Limitations of the engagement
 In an engagement to compile financial statements not intended for
third party use, management's representation that the financial
statements are not to be used by a third party
.43 Examples of engagement letters are included in the following ap-
pendixes to AR section 100:
 Appendix C, "Compilation of Financial Statements—Illustrative
Engagement Letter"
 Appendix D, "Compilation of Financial Statements Not Intended
for Third Party Use—Illustrative Engagement Letter"
 Appendix E, "Review of Financial Statements—Illustrative En-
gagement Letter"
Analytical Procedures in a Review Engagement
.44 The accountant must apply analytical procedures in a review engage-
ment. The analytical procedures identify and provide a basis for inquiry about
relationships and individual items that appear to be unusual and that may
indicate a material misstatement.
.45 Analytical procedures include developing expectations and comparing
recorded amounts to developed expectations. Appendix I, "Analytical Proce-
dures the Accountant May Consider Performing When Conducting a Review of
Financial Statements," of AR section 100 includes analytical procedures that
the accountant may consider performing.
.46 Unlike in an audit engagement, the accountant is not required to
corroborate management's responses to the accountant's inquiries with other
evidence. However, the accountant should consider the reasonableness and con-
sistency of management's responses.
.47 Exhibit A, "Analytical Procedures in a Review Engagement," of Codifi-
cation of Statements on Standards for Accounting and Review Services, provides
illustrative examples of how to develop expectations and document analytical
procedures in a review engagement.
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Representation Letters
.48 Representation letters are required for all periods covered by the ac-
countant's review report. If current management was not present during all
of the periods covered by the accountant's review report, the requirement to
obtain representations is not alleviated.
.49 Specific representations should include the following:
 Management's acknowledgement of its responsibility for the fi-
nancial statements
 Management's acknowledgement of its responsibility to prevent
and detect fraud
 Management's knowledge of any fraud or suspected fraud when
the fraud could have a material effect on the financial statements
 Management's full and truthful response to all inquiries
 Completeness of information
 Subsequent events
 Other information that the accountant deems necessary
.50 Because the representations are evidence, the representations set forth
in the representation letter should be made as of the date of the accountant's
review report. The dating of the representations is made in the body of the letter
and is not intended to coincide with the date on the top of the letter (which is the
date that management actually signs the letter). The accountant need not be
in physical receipt of the letter as of the date of the accountant's review report
because the representation letter itself is documentation of the evidence (the
representations). However, the accountant should receive the representation
letter before the report is released.
.51 An illustrative representation letter is available in appendix F, "Re-
view of Financial Statements—Illustrative Representation Letter," of AR sec-
tion 100.
Current Accounting and Reporting Issues
Other Comprehensive Bases of Accounting Disclosures
.52 Accountants are often requested to compile or review financial state-
ments prepared in accordance with a comprehensive basis of accounting other
than generally accepted accounting principles (GAAP). These bases of ac-
counting are often referred to as an other comprehensive basis of accounting
(OCBOA) and include bases such as the income tax basis of accounting and the
cash basis of accounting.
.53 A significant challenge in compiling or reviewing financial statements
prepared in accordance with an OCBOA is that, unlike GAAP, authoritative
guidance, with respect to the form and content of the financial statements, does
not exist. However, that does not alleviate the requirement that the financial
statements should be appropriate in form.
.54 Financial statements prepared in accordance with an OCBOA are not
considered appropriate in form unless the financial statements include the fol-
lowing:
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a. A description of the OCBOA, including a summary of significant ac-
counting policies and a description of how the OCBOA differs from
GAAP, although the effects of the differences need not be quantified
b. Informative disclosures similar to those required by GAAP if the
financial statements contain items that are the same as, or similar
to, those in financial statements prepared in accordance with GAAP
.55 If the OCBOA financial statements do not include the preceding infor-
mation, the accountant should modify his or her compilation or review report
accordingly to disclose the departure from the OCBOA.
Accounting Issues and Developments
.56 Given the current economic crisis, accountants should consider a num-
ber of accounting and financial reporting issues, such as the following:
 Fair value, including fair value measurements in illiquid markets
 Impairment
 Liquidity restrictions
FASB Statement No. 168
.57 FASB Statement No. 168, as codified in FASB ASC 105, is effective
for financial statements issued for interim and annual periods ending after
September 15, 2009. Nonpublic nongovernmental entities that have not previ-
ously followed the guidance included in TIS sections 5100.38–.76 of TIS section
5100, Revenue Recognition (AICPA, Technical Practice Aids), which is now in-
cluded in FASB ASC as authoritative, should account for the adoption of that
guidance as a change in accounting principle, on a prospective basis, for rev-
enue arrangements entered into or materially modified in those fiscal years
beginning on or after December 15, 2009, and interim periods within those
years. If an accounting change results from the application of this guidance, an
entity should disclose the nature and reason for the change in accounting prin-
ciple in their financial statements. This new standard flattens the U.S. GAAP
hierarchy to two levels: one that is authoritative (in FASB ASC) and one that
is nonauthoritative (not in FASB ASC). Exceptions include all rules and in-
terpretive releases of the SEC under the authority of federal securities laws,
which are sources of authoritative U.S. GAAP for SEC registrants, and certain
grandfathered guidance having an effective date before March 15, 1992.
.58 FASB Statement No. 168 is the final standard that will be issued
by FASB in that form. It was added to FASB ASC through Accounting Stan-
dards Update (ASU) No. 2009-01, Topic 105—Generally Accepted Accounting
Principles—amendments based on—Statement of Financial Accounting Stan-
dards No. 168—The FASB Accounting Standards Codification™ and the Hier-
archy of Generally Accepted Accounting Principles, on June 30, 2009. No new
standards in the form of statements, FASB Staff Positions (FSPs), Emerging
Issues Task Force (EITF) abstracts, or AICPA Accounting Statements of Posi-
tion, for example, will be issued. Instead, FASB will issue ASUs but will not
consider ASUs as authoritative in their own right. Instead, they will serve only
to update FASB ASC, provide background information about the guidance, and
provide the basis for conclusions on changes made to FASB ASC.
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FASB ASC
.59 On the effective date of FASB Statement No. 168, FASB ASC became
the source of authoritative U.S. accounting and reporting standards for non-
governmental entities, in addition to guidance issued by the SEC. At that time,
FASB ASC superseded all then-existing, non-SEC accounting and reporting
standards for nongovernmental entities. Once effective, all other nongrand-
fathered, non-SEC accounting literature not included in FASB ASC became
nonauthoritative. This change will affect accountants and auditors alike.
.60 FASB ASC is a major restructuring of accounting and reporting stan-
dards designed to simplify user access to all authoritative U.S. GAAP by provid-
ing the authoritative literature in a topically organized structure. FASB ASC
disassembled and reassembled thousands of nongovernmental accounting pro-
nouncements (including those of FASB, the EITF, and the AICPA) to organize
them under approximately 90 topics. FASB ASC includes all accounting stan-
dards issued by a standard setter within levels A–D of the current U.S. GAAP
hierarchy. FASB ASC also includes relevant portions of authoritative content
issued by the SEC, as well as select SEC staff interpretations and administra-
tive guidance issued by the SEC; however, FASB ASC is not the official source
of SEC guidance and does not contain the entire population of SEC rules, reg-
ulations, interpretive releases, and staff guidance.
.61 FASB ASC is not intended to change U.S. GAAP or any requirements
of the SEC; rather, it is part of FASB's efforts to reduce the complexity of ac-
counting standards and also to facilitate international convergence. Moreover,
FASB ASC does not include governmental accounting standards. The purposes
behind the codification project include the following:
 Reduce the amount of time and effort required to solve an account-
ing research issue
 Mitigate the risk of noncompliance with standards through im-
proved usability of the literature
 Provide accurate information with real-time updates as new stan-
dards are released
 Assist FASB with the research and convergence efforts required
during the standard setting process
 Become the authoritative source of literature for the completed
eXtensible Business Reporting Language (XBRL) taxonomy
 Clarify that guidance not contained in FASB ASC is not considered
authoritative
.62 FASB ASC uses a topical structure in which guidance is organized into
areas, topics, subtopics, sections, and subsections. These terms are defined as
follows:
Areas. The broadest category in FASB ASC, which represent a group-
ing of topics.
Topics. The broadest categorization of related content, which correlate
with the International Accounting Standards (IASs) and International
Financial Reporting Standards (IFRSs).
Subtopics. Subsets of a topic, which are generally distinguished by
type or scope.
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Sections. Categorization of the content into such groups as recogni-
tion, measurement, or disclosure. The sections' structure correlates
with the IASs and IFRSs.
Subsections. Further segregation and navigation of content below
the section level.
.63 Topics, subtopics, and sections are numerically referenced. This ef-
fectively organizes the content without regard to the original standard setter
or standard from which the content was derived. An example of the numeri-
cal referencing is FASB ASC 305-10-05, in which 305 is the Cash and Cash
Equivalents topic, 10 represents the "Overall" subtopic, and 05 represents the
"Overview and Background" section.
Referencing FASB ASC in Your Documentation
.64 You should consider how and when your entity will begin referencing
FASB ASC in your documentation (policy and procedures, technical memoran-
dums, financial statements and filings, engagement working papers, and so
on). It is only prudent to reflect current U.S. GAAP in your documentation. The
FASB Notice to Constituents (NTC) includes a section on referencing FASB
ASC in footnotes and other documents. In this notice, FASB encourages the
use of plain English to describe broad topic references in the future. For ex-
ample, to refer to the requirements of the Derivatives and Hedging topic, they
suggest a reference similar to "as required by the Derivatives and Hedging topic
of the FASB Accounting Standards Codification."
.65 On the other hand, they do suggest using the detailed numerical ref-
erencing system in working papers, articles, textbooks, and related items. The
NTC also provides some detailed examples of how to reflect the numerical ref-
erencing in such documents. However, if you need to reference certain grand-
fathered guidance not included in FASB ASC (a listing can be found in FASB
Statement No. 168), use of the old terminology would still be appropriate. Addi-
tional information about how and when to implement the new FASB referencing
system follows.
.66 For nonpublic entities without interim filings, preparers choosing to
reference specific accounting guidance in financial statements would make
those references to FASB ASC for the first annual period ending after Septem-
ber 15, 2009. For example, a nonpublic entity with a July 31, 2009, year-end
would not reference FASB ASC in its financial statements, but a nonpublic
entity with a December 31, 2009, year-end would reference FASB ASC in its
financial statements.
.67 Also, because FASB ASC is not intended to change U.S. GAAP, the con-
sistent use of references to only FASB ASC for all periods presented (including
periods before the authoritative release of FASB ASC) is appropriate.
.68 It is prudent to expect that audit, attest, or compilation and review
working papers associated with financial statements for a period ending af-
ter September 15, 2009, also would reflect FASB ASC because the underlying
financial statements, which are the subjects of those engagements, reference
FASB ASC.
.69 However, if your entity will continue to follow grandfathered guidance
not included in FASB ASC, it would still be appropriate to reference those stan-
dards (and not FASB ASC). The listing of all grandfathered guidance can be
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found in FASB Statement No. 168, as well as a listing of examples of grandfa-
thered guidance.
.70 Examples of disclosures using references to FASB ASC can be found
at the AICPA's dedicated FASB ASC Web site at www.aicpa.org/Professional+
Resources/Accounting+and+Auditing/FASB+Accounting+Standards+
Codification/.
Consolidation of Variable Interest Entities
.71 In June 2009, FASB issued FASB Statement No. 167, Amendments
to FASB Interpretation No. 46(R),2 which changes how to determine when an
entity that is insufficiently capitalized or is not controlled through voting (or
similar rights) should be consolidated. The determination of whether a company
is required to consolidate an entity is based on, among other things, an entity's
purpose and design and a company's ability to direct the activities of the entity
that most significantly affect the entity's economic performance.
.72 This statement also amends FASB Interpretation No. 46 (revised De-
cember 2003), Consolidation of Variable Interest Entities—an interpretation of
ARB No. 51 (codified primarily in FASB ASC 810-10) to eliminate the quan-
titative approach previously required for determining the primary beneficiary
of a variable interest entity, which was based on determining which enterprise
absorbs the majority of the entity's expected losses, receives a majority of the
entity's expected residual returns, or both.
.73 Entities will be required to provide additional disclosures about in-
volvement with variable interest entities and any significant changes in risk
exposure due to that involvement. Entities also will be required to disclose
how involvement with a variable interest entity affects the entity's financial
statements.
.74 FASB Statement No. 167 retains the scope of FASB Interpretation
No. 46(R) with the addition of entities previously considered qualifying special
purpose entities because the concept of these entities was eliminated in FASB
Statement No. 166, Accounting for Transfers of Financial Assets—an amend-
ment of FASB Statement No. 140.3
.75 This statement is effective as of the beginning of each reporting entity's
first annual reporting period that begins after November 15, 2009, for interim
periods within that first annual reporting period, and for interim and annual
reporting periods thereafter. Earlier application is prohibited.
Accounting for Transfers of Financial Assets
.76 Also, in June 2009, FASB issued FASB Statement No. 166, which is
a revision to FASB Statement No. 140, Accounting for Transfers and Servicing
of Financial Assets and Extinguishments of Liabilities—a replacement of FASB
Statement No. 125 (which was codified in FASB ASC 860, Transfers and Ser-
vicing), and will require more information about transfers of financial assets,
including securitization transactions, and where entities have continuing expo-
sure to the risks related to transferred financial assets. It eliminates the concept
2 At the date of this writing, this guidance has not yet been included in Financial Accounting
Standards Board (FASB) Accounting Standards Codification™ (ASC). Readers are encouraged to visit
the FASB ASC Web site at http://asc.fasb.org/home and monitor updates.
3 See footnote 2.
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of a qualifying special purpose entity, changes the requirements for derecogniz-
ing financial assets, and requires additional disclosures. The purpose of this
statement is to improve the relevance, representational faithfulness, and com-
parability of the information that a reporting entity provides in its financial
statements about a transfer of financial assets; the effects of a transfer on its
financial position, financial performance, and cash flows; and a transferor's
continuing involvement, if any, in transferred financial assets.
.77 Additionally, on and after the effective date, the concept of a qualifying
special purpose entity is no longer relevant for accounting purposes. Therefore,
formerly qualifying special purpose entities (as defined under previous account-
ing standards) should be evaluated for consolidation by reporting entities on
and after the effective date in accordance with the applicable consolidation
guidance.
.78 FASB Statement No. 166 must be applied as of the beginning of each
reporting entity's first annual reporting period that begins after November 15,
2009, for interim periods within that first annual reporting period, and for in-
terim and annual reporting periods thereafter. Earlier application is prohibited.
This statement must be applied to transfers occurring on or after the effective
date; however, the disclosure provisions should be applied to transfers that
occurred both before and after the effective date.
Subsequent Events
.79 In May 2009, FASB issued FASB Statement No. 165, Subsequent
Events, which has been codified in FASB ASC 855, Subsequent Events, and
is effective for interim and annual periods ending after June 15, 2009. This
statement is intended to establish general standards of accounting for, and dis-
closure of, events that occur after the balance sheet date but before financial
statements are issued or are available to be issued. It requires the disclosure
of the date through which an entity has evaluated subsequent events and the
basis for that date (that is, whether that date represents the date the financial
statements were issued or were available to be issued). The purpose of this
disclosure is to alert all users of financial statements that an entity has not
evaluated subsequent events after that date in the set of financial statements
being presented.
.80 In particular, this statement sets forth the following:
 The period after the balance sheet date during which management
of a reporting entity should evaluate events or transactions that
may occur for potential recognition or disclosure in the financial
statements
 The circumstances under which an entity should recognize events
or transactions occurring after the balance sheet date in its finan-
cial statements
 The disclosures that an entity should make about events or trans-
actions that occurred after the balance sheet date
.81 FASB states that this statement should not result in significant
changes in current practice with regard to the subsequent events that an
entity reports, either through recognition or disclosure, in its financial state-
ments. To provide guidance on auditor responsibilities for subsequent events
and on the effect of FASB ASC 855 on accounting guidance contained in AU
section 560, Subsequent Events (AICPA, Professional Standards, vol. 1), the
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Audit and Attest Standards staff has issued TIS section 8700.01, "Effect of
FASB ASC 855 on Accounting Guidance in AU Section 560," and TIS section
8700.02, "Auditor Responsibilities for Subsequent Events" (AICPA, Technical
Practice Aids). TIS section 8700.01 notes that preparers of financial statements
for nongovernmental entities are required to follow the accounting guidance in
FASB ASC 855. Additionally, the accounting guidance contained in AU section
560 would no longer be applicable to audits of nongovernmental entities.
TIS section 8700.02 discusses the effects of the company's responsibility to
disclose the date through which the subsequent events have been evaluated
on the auditor's responsibilities for subsequent events. In addition, the AICPA
recently issued another question and answer on a practitioner's responsibilities
for subsequent events when performing compilation and review engagements.
These questions and answers can be accessed at www.aicpa.org/Professional+
Resources/Accounting+and+Auditing/Audit+and+Attest+Standards/Practice+
Aids+and+Tools/Recently+Issued+Technical+Practice+Aids.htm.
Fair Value
.82 Among the causes cited for the economic crisis, the guidance in FASB
ASC 820 (formerly FASB Statement No. 157) has received a great deal of at-
tention. FASB ASC 820-10-20 defines fair value and establishes a framework
for measuring fair value; however, it does not dictate when an entity must mea-
sure something at fair value, nor does it expand the use of fair value in any way.
The need to understand fair value accounting has increased in importance as
alternative investments increased in popularity and complexity.
.83 This guidance defines fair value as "the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction be-
tween market participants at the measurement date." A contention with this
guidance is the difficulty of applying the existing guidance in an illiquid or
distressed market, such as the current one. This difficulty has the potential to
allow inconsistencies in application by accountants and auditors.
Determining Whether a Market Is Not Active and a Transaction
Is Not Distressed
.84 On April 9, 2009, FASB issued FSP FAS 157-4, Determining Fair Value
When the Volume and Level of Activity for the Asset or Liability Have Signifi-
cantly Decreased and Identifying Transactions That Are Not Orderly, which is
codified in FASB ASC 820-10. The purpose of this FSP is to provide additional
guidance in the application of fair value accounting in an inactive market; it
supersedes FSP FAS 157-3, Determining the Fair Value of a Financial Asset
When the Market for That Asset Is Not Active. Among other points, the new
guidance
 affirms that the objective of fair value when the market for an
asset is not active is the price that would be received to sell the
asset in an orderly transaction (that is, not a forced liquidation
or distressed sale) between market participants at the measure-
ment date under current market conditions (that is, in the inactive
market).
 clarifies and includes additional factors for determining whether
there has been a significant decrease in market activity for an
asset when the market for that asset is not active.
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 requires an entity to base its conclusion about whether a transac-
tion was not orderly on the weight of the evidence.
 includes an example that provides additional explanation on es-
timating fair value when the market activity for an asset has de-
clined significantly.
 requires an entity to disclose a change in valuation technique (and
the related inputs) resulting from the application of this guidance
and to quantify its effects, if practicable, by major category.
 applies to all fair value measurements when appropriate.
.85 This new guidance is effective for interim and annual reporting periods
ending after June 15, 2009, and is to be applied prospectively. Early adoption is
permitted for periods ending after March 15, 2009. Earlier adoption for periods
ending before March 15, 2009, is not permitted. If a reporting entity elects to
adopt early either FSP FAS 115-2 and FAS 124-2, Recognition and Presentation
of Other-Than-Temporary Impairments, which was primarily codified in FASB
ASC 310-30-55, 325-40, and 320-10, or FSP FAS 107-1 and APB 28-1, Interim
Disclosures about Fair Value of Financial Instruments, which has been codified
in FASB ASC 270-10-50-1, 320-10, and 825-10-50, the reporting entity also is
required to adopt this FSP early. Additionally, if the reporting entity elects to
adopt early, FSP FAS 115-2 and FAS 124-2 also must be adopted early. This
guidance does not require disclosures for earlier periods presented for compara-
tive purposes at initial adoption. In periods after initial adoption, this guidance
requires comparative disclosures only for periods ending after initial adoption.
Interim Disclosures About Fair Value of Financial Instruments
.86 On April 9, 2009, FASB released FSP FAS 107-1 and APB 28-1, which
has been codified in FASB ASC 270-10-50-1, 320-10, and 825-10-50. The guid-
ance requires fair value estimate disclosures that provide qualitative and quan-
titative information for all financial instruments to be made on a quarterly
basis. Prior to this issuance, fair values for certain assets and liabilities were
disclosed annually. The guidance
 applies to all financial instruments that are within the scope
of FASB ASC 825, Financial Instruments, and held by publicly
traded companies, as defined in the FASB ASC glossary.
 requires disclosures about fair value for all financial instruments,
regardless of whether fair value is recognized in the statement of
financial position, except disclosures about fair value prescribed in
paragraphs 10–16 of FASB ASC 825-10-50, which are not required
for any of the financial instruments listed in FASB ASC 825-10-
50-8.
 discloses the methods and significant assumptions used to es-
timate the fair value of financial instruments and to describe
changes in methods and significant assumptions, if any, during
the period.
.87 For interim reporting periods, the guidance applies to all entities but
is optional for those entities that do not meet the definition of a publicly traded
company. For annual reporting requirements, this guidance applies to all en-
tities but is optional for those entities that meet the criteria in "Pending Con-
tent" of FASB ASC 825-10-50-3. A publicly traded company should include
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disclosures about the fair value of its financial instruments whenever it issues
summarized financial information for interim reporting periods.
.88 This guidance shall be effective for interim reporting periods ending
after June 15, 2009, with early adoption permitted for periods ending after
March 15, 2009. An entity may adopt early only if it also elects to adopt early
FSP FAS 157-4 and FSP FAS 115-2 and FAS 124-2. This guidance does not
require disclosures for earlier periods presented for comparative purposes at
initial adoption. In periods after initial adoption, this guidance requires com-
parative disclosures only for periods ending after initial adoption.
Measuring Liabilities at Fair Value
.89 On August 27, 2009, FASB issued ASU No. 2009-05, Measuring Lia-
bilities at Fair Value. This ASU was issued to increase the consistency in the
application of FASB ASC 820 to liabilities because many constituents had ex-
pressed concern. This ASU applies to all entities that measure liabilities at fair
value under FASB ASC 820 and amends sections of FASB ASC 820-10.
.90 This ASU states that, in circumstances in which a quoted price in
an active market for the identical liability is not available, fair value of the
liability must be measured by either (a) a valuation technique that uses the
quoted price of the identical liability when traded as an asset or quoted prices
for similar liabilities, or similar liabilities when traded as assets, or (b) another
valuation technique that is consistent with the principles of FASB ASC 820,
such as an income approach or a market approach. Further, if a restriction on
the transference of the liability exists, the ASU clarifies that an entity is not
required to factor that in to the inputs of the fair value determination. Lastly,
the ASU also clarifies that a quoted price in an active market for the identical
liability or an unadjusted quoted price in an active market for the identical
liability, when traded as an asset, are level 1 measurements within the fair
value hierarchy. The guidance in this ASU is effective for the first reporting
period (including interim periods) beginning after issuance. The full text of the
ASU can be accessed from FASB's Web site at www.fasb.org.
Other-Than-Temporary Impairment
.91 Determining when an investment is other-than-temporarily impaired
is another topic that has received increased attention in today's economic
environment. FSP FAS 115-1 and FAS 124-1, The Meaning of Other-Than-
Temporary Impairment and Its Application to Certain Investments, as amended
by FSP FAS 115-2 and FAS 124-2, is codified in several topics in FASB ASC,
including FASB ASC 320, Investments—Debt and Equity Securities, and FASB
ASC 325, Investments—Other. This guidance addresses the determination of
when an investment is considered impaired, whether the impairment is other-
than-temporary, and the measurement of the impairment loss. Also included
in this amended guidance are accounting issues to be considered subsequent to
the recognition of other-than-temporary impairments and related disclosures
about unrealized losses as a result of the other-than-temporary impairment.
This amended guidance applies to (a) debt and equity securities within the
scope of FASB ASC 320; (b) debt and equity securities within the scope of FASB
ASC 958-320 that are held by an investor that reports a performance indicator;
and (c) equity securities not within the scope of FASB ASC 320 and 958-320
and not accounted for under the equity method, pursuant to FASB ASC 323,
Investments—Equity Method and Joint Ventures. The auditor also should be
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alert for all types of assets that can become impaired, including goodwill, de-
ferred tax assets, and real property. Given the current economic situation, en-
tities should be alert to values of many types of assets on the balance sheet and
possible impairment issues. Readers should consult the appropriate accounting
requirements for further information. For the full text of FSP FAS 115-1 and
FAS 124-1, as amended, please visit the FASB Web site at www.fasb.org.
Recognition and Presentation of Other-Than-Temporary Impairments
.92 On April 9, 2009, FASB released FSP FAS 115-2 and FAS 124-2, which
was primarily codified in FASB ASC 310-30, 320-10, and 325-40. The purpose
of this guidance is to bring greater consistency to the timing of impairment
recognition and provide greater clarity to investors about the credit and non-
credit components of impaired debt securities that are not expected to be sold.
Among other points, the guidance
 limits its changes to existing guidance for determining whether
an impairment is other than temporary to debt securities.
 replaces the existing requirement that the entity's management
assert that it has both the intent and ability to hold an impaired
security until recovery, with a requirement that management as-
sert that it does not have the intent to sell the security or it is
more-likely-than-not it will not have to sell the security before
recovery of its costs basis.
 incorporates examples of factors from existing literature that
should be considered in determining whether a debt security is
other-than-temporarily impaired and how those factors interact
with the requirement to assert that the entity does not intend to
sell the security, and it is more-likely-than-not that the entity will
not have to sell the security before recovery of its cost basis.
 requires an entity to recognize the credit component of an other-
than-temporary impairment of a debt security in earnings and the
remaining portion in other comprehensive income when an entity
does not intend to sell the security and it is more-likely-than-not
that the entity will not have to sell the security before recovery of
its cost basis.
 requires an entity to recognize noncredit losses on held to maturity
debt securities in other comprehensive income and amortize that
amount over the remaining life of the security with no effect on
earnings, unless the security is subsequently sold or additional
credit losses exist.
 addresses debt securities accounted for in accordance with FASB
ASC 310-30, stipulating that credit losses should be measured on
the basis of an entity's estimate of the decrease in expected cash
flows, including those that result from an increase in expected
prepayments.
 clarifies that existing premiums or discounts and subsequent
changes in estimated cash flows or fair value should continue to be
accounted for in accordance with existing guidance (for example,
EITF Issue No. 99-20, "Recognition of Interest Income and Impair-
ment on Purchased Beneficial Interests and Beneficial Interests
That Continue to Be Held by a Transferor in Securitized Financial
Assets," which was primarily codified in FASB ASC 325-40).
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 requires an entity to present the total other-than-temporary im-
pairment in the statement of earnings with an offset for the
amount recognized in other comprehensive income.
 requires an entity to present separately in the financial statement
where the components of accumulated other comprehensive in-
come are reported and amounts recognized therein related to held
to maturity and available for sale debt securities, for which a por-
tion of an other-than-temporary impairment has been recognized
in earnings.
 modifies the disclosure requirements of certain debt and equity
securities to require an entity to provide the following:
— The cost basis of available for sale and held to maturity
debt securities by major security type
— The methodology and key inputs, such as performance
indicators of the underlying assets in the security, loan to
collateral value ratios, third party guarantees, levels of
subordination, and vintage, used to measure the portion
of an other-than-temporary impairment related to credit
losses by major security type
— A tabular rollforward of the amount related to credit
losses recognized in earnings for debt securities.
 modifies previous guidance to require that major security classes
be based on the nature and risks of the security and additional
types of securities to be included in the list of major security types
listed in FASB ASC 942-320-50-2.
 requires the preceding additional disclosures, as well as all prior
existing disclosures, for interim periods.
.93 The guidance is effective for interim and annual reporting periods
ending after June 15, 2009, with early adoption permitted for periods ending
after March 15, 2009. Earlier adoption for periods ending before March 15, 2009,
is not permitted. As discussed previously, if an entity elects to adopt early either
FSP FAS 157-4 or FSP FAS 107-1 and APB 28-1, the entity also is required to
adopt this FSP early. Additionally, if an entity elects to adopt this FSP early, it
is required to adopt FSP FAS 157-4. This guidance does not require disclosures
for earlier periods presented for comparative purposes at initial adoption. In
periods after initial adoption, this guidance requires comparative disclosures
only for periods ending after initial adoption. More information is available at
www.fasb.org.
Accounting for Losses Due to Fraud
.94 A topic of discussion for management and their auditors is the manner
in which losses due to fraud are reflected in the financial statements. Because
no accounting standard exists that provides specific guidance on accounting for
losses due to fraud, application of professional judgment in this matter can lead
to different results. For example, some clients have determined that the losses
should be reported in the current period, when the entity became aware of the
fraud, whereas others are opting for a restatement of the financial statements
for one or more prior periods because they believe the loss in value occurred
in a prior period and, therefore, an adjustment is appropriate. It is important
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that the accountant understand how the decision was reached and that proper
disclosure be made in the financial statements.
.95 Accountants also may consider whether management has properly
disclosed or recognized any liability associated with the potential clawback of
distributions received from the perpetrator of Ponzi schemes. In the case of
Bernard L. Madoff Investment Securities, LLC, a possibility exists that the
bankruptcy trustee may file lawsuits to recover funds distributed to investors
prior to the discovery of the fraud for the purpose of redistributing the funds.
Management, in conjunction with appropriate legal counsel, should determine
the probability and result of such a lawsuit and disclose or accrue a potential
liability, as required by FASB ASC 450, Contingencies.
Liquidity Restrictions
.96 TIS section 1100.15, "Liquidity Restrictions" (AICPA, Technical Prac-
tice Aids), addresses the potential accounting and auditing implications when
a fund or its trustee imposes restrictions on a nongovernmental entity's ability
to withdraw its balance in a money market fund or other short term investment
vehicle.
Convergence With IFRSs
.97 Since the signing of the Norwalk Agreement by FASB and the Inter-
national Accounting Standards Board (IASB), the bodies have had a common
goal—one set of accounting standards for international use. In this agreement,
each body acknowledged its commitment to the development of high quality,
compatible accounting standards that could be used for both domestic and cross-
border financial reporting. FASB and the IASB have undertaken several joint
projects, which are being conducted simultaneously in a coordinated manner
to further the goal of convergence of U.S. GAAP and IFRSs. These ongoing
joint projects address the conceptual framework, business combinations, finan-
cial statement presentation, and revenue recognition. The "On the Horizon"
section of this alert discusses these joint projects. For more information, visit
www.fasb.org and www.iasb.org.
International Financial Reporting Standard for Small
and Medium-Sized Entities
.98 In July 2009, the IASB issued International Financial Reporting Stan-
dard for Small and Medium-sized Entities (IFRS for SMEs). IFRS for SMEs is
an approximately 230-page significantly reduced and simplified version of full
IFRSs. In creating IFRS for SMEs, the IASB eliminated many accounting topics
that are not generally relevant to private companies (for example, earnings per
share and segment reporting), easing the financial reporting burden on private
companies through a cost-benefit approach. IFRS for SMEs is a self-contained
global accounting and financial reporting standard applicable to the general
purpose financial statements of, and other financial reporting by, entities that
are known in many countries as SMEs.
.99 IFRS for SMEs is intended to be used by entities that publish gen-
eral purpose financial statements for external users and do not have public
accountability. Under the IASB's definition, an entity has public accountability
if it files or is in the process of filing its financial statements with a securi-
ties commission or other regulatory organization for the purpose of issuing
any class of instruments in a public market or if it holds assets in a fiduciary
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capacity for a broad group of outsiders. Examples of entities that hold assets in
a fiduciary capacity include banks, insurance companies, brokers and dealers
in securities, pension funds, and mutual funds. It is not the IASB's intention to
exclude entities that hold assets in a fiduciary capacity for reasons incidental to
their primary business (for example, travel agents, schools, and utilities) from
utilizing IFRS for SMEs.
.100 Unlike public companies, U.S. private companies are not required to
use a particular basis of accounting when preparing their financial statements.
The factors that drive a private company's choice of which financial account-
ing and reporting framework to follow in preparing its financial statements
depend upon each company's objectives and the needs of their financial state-
ment users. Currently, private companies in the United States can prepare
their financial statements in accordance with U.S. GAAP, as promulgated by
FASB; an OCBOA, such as cash or tax basis; or full IFRSs, among others. Now,
with the issuance of IFRS for SMEs, U.S. private companies have an additional
option.
.101 Some U.S. private companies may find the simplified IFRS for SMEs
an attractive alternative to the more complicated and voluminous U.S. GAAP.
Those private companies may find IFRS for SMEs to be a more relevant and less
costly financial accounting and reporting standard than U.S. GAAP. Being based
on full IFRSs and missing many accounting topics, IFRS for SMEs, therefore,
differs from U.S. GAAP in a variety of areas. Some of the key differences under
IFRS for SMEs are the following:
 Disclosures are simplified in a number of areas, including pen-
sions, leases and financial instruments.
 Last in, first out is prohibited.
 Goodwill and indefinite life intangible assets are amortized over
a period not exceeding 10 years.
 Depreciation is based on a components approach.
 The temporary difference approach to income tax accounting is
simplified.
 Reversal of impairment charges, if certain criteria are met, is
allowed.
 Accounting for financial assets and liabilities makes greater use
of cost.
.102 Some key challenges that may be present in choosing to use IFRS for
SMEs include understanding the differences between IFRS for SMEs and U.S.
GAAP, the willingness of financial statement users to accept financial state-
ments prepared under IFRS for SMEs, working with and accepting a more
principles-based set of accounting standards compared to the more rules-based
U.S. GAAP, the impact on taxes and tax planning strategies, and the impact on
financial reporting metrics.
.103 The AICPA welcomes the introduction of IFRS for SMEs in the United
States. Private companies should be allowed to choose the financial accounting
and reporting framework that best suits their objectives and the needs of their
financial statement users. IFRS for SMEs represents another valuable finan-
cial accounting and reporting option for private companies to consider using,
depending upon their unique circumstances.
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.104 In May 2008, the AICPA Governing Council voted to recognize the
IASB as an accounting body for purposes of establishing international financial
accounting and reporting principles. This amendment to appendix A, Council
Resolution Designating Bodies to Promulgate Technical Standards, of AICPA
Rule 202, Compliance With Standards (AICPA, Professional Standards, vol. 2,
ET sec. 202 par. .01), and Rule 203, Accounting Principles (AICPA, Professional
Standards, vol. 2, ET sec. 203 par. .01), gives AICPA members the option to
use IFRSs as an alternative to U.S. GAAP. As such, a key professional barrier
to using IFRSs and, therefore, IFRS for SMEs has been removed. CPAs may
need to check with their state boards of accountancy to determine the status of
reporting on financial statements prepared in accordance with IFRS for SMEs
within their individual state. Any remaining barriers may come in the form
of unwillingness by a private company's financial statement users to accept
financial statements prepared under IFRS for SMEs and a private company's
expenditure of money, time, and effort to convert to IFRS for SMEs.
.105 Information about IFRS for SMEs and about the activities of the
IASB can be found at www.ifrs.com.
The AICPA Launches IFRS.com Web Site
.106 To assist in both awareness building and education, the AICPA
launched the new Web site, www.ifrs.com, in May 2008. The site provides cur-
rent information about developments in international convergence. Developed
by the AICPA, in partnership with its marketing and technology subsidiary,
CPA2Biz, www.ifrs.com provides a comprehensive set of resources for account-
ing professionals, auditors, financial managers, audit committees, and other
users of financial statements.
.107 The Web site features tools and resources to help CPAs get acquainted
with IFRSs, the surrounding issues, and available support. Resources include a
history of convergence, a high level overview of the differences between IFRSs
and U.S. GAAP, frequently asked questions, articles, textbooks, continuing pro-
fessional education (CPE) courses and live conference training, helpful links,
and assistance for audit committee members.
Recent Accounting Pronouncements and Related
Guidance for Nonpublic Companies
.108 The following table presents a list of recently issued accounting pro-
nouncements and related guidance applicable for nonpublic entities.
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Recent Accounting Standards Updates, Pronouncements,
and Related Guidance
Financial Accounting
Standards Board (FASB)
Accounting Standards
Codification (ASC)
Accounting Standards
Update (ASU) No. 2009-15
(October 2009)
Accounting for Own-Share Lending
Arrangements in Contemplation of Convertible
Debt Issuance or Other Financing
FASB ASC ASU No.
2009-14
(October 2009)
Software (Topic 985): Certain Revenue
Arrangements That Include Software
Elements—a consensus of the FASB Emerging
Issues Task Force
FASB ASC ASU No.
2009-13
(October 2009)
Revenue Recognition (Topic 605):
Multiple-Deliverable Revenue
Arrangements—a consensus of the FASB
Emerging Issues Task Force
FASB ASC ASU No.
2009-12
(September 2009)
Fair Measurements and Disclosures (Topic
820): Investments in Certain Entities That
Calculate Net Asset Value per Share (or Its
Equivalent)
FASB ASC ASU No.
2009-10
(September 2009)
Financial Services—Broker and Dealers:
Investments—Other—Amendment to Subtopic
940-325
FASB ASC ASU No.
2009-06
(September 2009)
Income Taxes (Topic 740)—Implementation
Guidance on Accounting for Uncertainty in
Income Taxes and Disclosure Amendments for
Nonpublic Entities
FASB ASC ASU No.
2009-05
(August 2009)
Fair Value Measurements and Disclosures
(Topic 820)—Measuring Liabilities at Fair
Value
FASB ASC ASU No.
2009-02
(June 2009)
Omnibus Update—Amendments to Various
Topics for Technical Corrections
FASB ASC ASU No.
2009-01
(June 2009)
Topic 105—Generally Accepted Accounting
Principles—amendments based on—Statement
of Financial Accounting Standards No.
168—The FASB Accounting Standards
Codification™ and the Hierarchy of Generally
Accepted Accounting Principles
FASB Statement No. 168
(June 2009)
(Codified in FASB ASC
105, Generally Accepted
Accounting Principles)
The FASB Accounting Standards
Codification™ and the Hierarchy of Generally
Accepted Accounting Principles—a
replacement of FASB Statement No. 162
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Recent Accounting Standards Updates, Pronouncements,
and Related Guidance
FASB Statement No. 1674
(June 2008)
Amendments to FASB Interpretation No. 46(R)
FASB Statement No. 1665
(June 2009)
Accounting for Transfers of Financial
Assets—an amendment of FASB Statement
No. 140
FASB Statement No. 165
(May 2009)
(Codified in FASB ASC
855, Subsequent Events)
Subsequent Events
FASB Statement No. 1646
(May 2009)
Not-for-Profit Entities: Mergers and
Acquisitions—Including an amendment of
FASB Statement No. 142
FASB Statement No. 163
(May 2008)
(Codified in FASB ASC
944, Financial
Services—Insurance)
Accounting for Financial Guarantee Insurance
Contracts—an interpretation of FASB
Statement No. 60
FASB Statement No. 162
(May 2008)
(Superseded by FASB
Statement No. 168 in June
2009)
The Hierarchy of Generally Accepted
Accounting Principles
FASB Statement No. 161
(March 2008)
(Codified in FASB ASC
815, Derivatives and
Hedging)
Disclosures about Derivative Instruments and
Hedging Activities—an amendment of FASB
Statement No. 133
FASB Emerging Issues
Task Force (EITF) Issues
(Various dates)
Go to www.fasb.org/eitf/agenda.shtml for a
complete list of EITF Issues.
FASB Staff Positions
(FSPs)
(Various dates)
Go to www.fasb.org for a complete list of FSPs.
Technical Questions and
Answers (TIS) section
6910.30, "Disclosure
Requirements of
Investments for
This question and answer discusses the
disclosure requirements for investments for
nonregistered investment partnerships.
(continued)
4 See footnote 2.
5 See footnote 2.
6 See footnote 2.
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Recent Accounting Standards Updates, Pronouncements,
and Related Guidance
Nonregistered Investment
Partnerships When Their
Interest in an Investee
Fund Constitutes Less
Than 5 Percent of the
Nonregistered Investment
Partnership's Net Assets"
(AICPA, Technical Practice
Aids)
Issue Date: August 2009
(Nonauthoritative)
TIS section 6910.31, "The
Nonregistered Investment
Partnership's Method for
Calculating Its
Proportional Share of Any
Investments Owned by an
Investee Fund in Applying
the '5 Percent Test'
Described in TIS Section
6910.30" (AICPA,
Technical Practice Aids)
Issue Date: August 2009
(Nonauthoritative)
This question and answer discusses the
method of determining the application of TIS
section 6910.30 to nonregistered investment
partnerships.
TIS section 6910.32,
"Additional Financial
Statement Disclosures for
Nonregistered Investment
Partnerships When the
Partnership Has Provided
Guarantees Related to the
Investee Fund's Debt"
(AICPA, Technical Practice
Aids)
Issue Date: August 2009
(Nonauthoritative)
This question and answer discusses additional
disclosures required for nonregistered
investment partnerships.
TIS section 1600.04,
"Presentation of Assets at
Current Values and
Liabilities at Current
Amounts in Personal
Financial Statements"
(AICPA, Technical Practice
Aids)
Issue Date: June 2009
(Nonauthoritative)
This question and answer discusses the
definitions of current values and current
amounts for personal financial statements.
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Recent Accounting Standards Updates, Pronouncements,
and Related Guidance
TIS section 6931.11, "Fair
Value Measurement
Disclosures for Master
Trusts" (AICPA, Technical
Practice Aids)
Issue Date: March 2009
(Nonauthoritative)
This question and answer indicates that the
disclosures required by paragraphs 32–34 of
FASB Statement No. 157, Fair Value
Measurements, are required for individual
investments under a master trust
arrangement and are not required for the
plan's total interest in the master trust.
TIS section 6995.02,
"Evaluation of Capital
Investments in Corporate
Credit Unions for
Other-Than-Temporary
Impairment" (AICPA,
Technical Practice Aids)
Issue Date: February 2009
(Nonauthoritative)
This question and answer highlights the
authoritative literature that helps a corporate
credit union evaluate its membership capital
shares and paid-in capital in the U.S. Central
Federal Credit Union for
other-than-temporary impairment charges at
December 31, 2008.
TIS section 6995.01,
"Financial Reporting
Issues Related to Actions
Taken by the National
Credit Union
Administration on
January 28, 2009 in
Connection With the
Corporate Credit Union
System and the National
Credit Union Share
Insurance Fund" (AICPA,
Technical Practice Aids)
Issue Date: January 2009
(Nonauthoritative)
This question and answer presents
alternative views regarding whether the
actions of the National Credit Union
Administration constitute a type 1 or type 2
subsequent event with regard to the valuation
of a federally insured credit union's National
Credit Union Share Insurance Fund deposit
at December 31, 2008. Additionally, this
question and answer presents alternative
views on when and how the obligation for the
insurance premium should be recognized for
financial reporting purposes.
TIS section 6910.29,
"Allocation of Unrealized
Gain (Loss), Recognition of
Carried Interest, and
Clawback Obligations"
(AICPA, Technical Practice
Aids)
Issue Date: January 2009
(Nonauthoritative)
This question and answer discusses how
cumulative unrealized gains (losses), carried
interest, and clawback should be reflected in
the equity balances of each class of
shareholder or partner at the balance sheet
date when preparing financial statements of
an investment partnership, in accordance with
U.S. generally accepted accounting principles,
in which capital is reported by investor class.
In particular, this question and answer asks if
cumulative period-end unrealized gains and
losses should be allocated as if realized in
accordance with the partnership's governing
documents prior to the date, time, or event
specified in the partnership agreement.
(continued)
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Recent Accounting Standards Updates, Pronouncements,
and Related Guidance
TIS section 1900.01,
"Condensed Interim
Financial Reporting by
Nonissuers" (AICPA,
Technical Practice Aids)
Issue Date: January 2009
(Nonauthoritative)
This question and answer indicates that when
preparing condensed interim financial
statements, nonissuers may analogize to the
guidance in Article 10 of SEC Regulation S-X
regarding form and content because
Accounting Principles Board (APB) Opinion
No. 28, Interim Financial Reporting, does not
provide a reporting framework. APB Opinion
No. 28 is codified primarily in FASB ASC 270,
Interim Reporting.
TIS section 6300.36,
"Prospective Unlocking"
(AICPA, Technical Practice
Aids)
Issue Date: December 2008
(Nonauthoritative)
This question and answer discusses when an
insurance company may change its original
policyholder benefit liability assumptions.
TIS section 1100.15,
"Liquidity Restrictions"
(AICPA, Technical Practice
Aids)
Issue Date: October 2008
(Nonauthoritative)
This question and answer discusses auditing
and accounting issues related to withdrawal
restrictions placed on short term investments
by a money market fund or its trustee.
Internal Control Issues and Developments
.109 In an attempt to clear up confusion among practitioners relating to
the concept of internal control over financial reporting, Thomas A. Ratcliffe and
Charles E. Landes wrote a white paper titled Understanding Internal Control
and Internal Control Services, which was prepared by the AICPA Audit and
Attestation Standards team and the AICPA Professional Publications team.
The white paper describes the concepts of internal control (specifically internal
control over financial reporting) and discusses the types of services related to
internal control that may be performed by practitioners in public practice. The
white paper is available at www.journalofaccountancy.com/Issues/2009/Sep/
White+Paper+Understanding+Internal+Control+and+Internal+Control+
Services.htm.
Recent AICPA Independence and Ethics
Pronouncements
.110 Audit Risk Alert Independence and Ethics Developments—2009
(product no. 0224709) contains a complete update on new independence and
ethics pronouncements. This alert will heighten your awareness of indepen-
dence and ethics matters likely to affect your practice. Obtain this alert by
calling the AICPA at (888) 777-7077 or visiting www.cpa2biz.com.
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On the Horizon
.111 Accountants should keep abreast of compilation, review, and account-
ing developments and upcoming guidance that may affect their engagements.
The following sections present brief information about some ongoing projects
that have particular significance to your clients or that may result in significant
changes. Remember that exposure drafts are nonauthoritative and cannot be
used as a basis for changing existing standards.
.112 The following table lists the various standard setting bodies' Web sites
through which information may be obtained on outstanding exposure drafts,
including downloading exposure drafts. These Web sites contain in-depth in-
formation about proposed standards and other projects in the pipeline. Many
more accounting, compilation, and review projects exist in addition to those
discussed here. Readers should refer to information provided by the various
standard setting bodies for further information.
Standard Setting Body Web Site
AICPA Auditing
Standards Board
www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Audit+and+Attest+
Standards/Auditing+Standards+Board/
AICPA Accounting and
Review Services
Committee
www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Audit+and+Attest+
Standards/Accounting+and+Review+Services+
Committee/
Financial Accounting
Standards Board
www.fasb.org
Professional Ethics
Executive Committee
www.aicpa.org/Professional+Resources/
Professional+Ethics+Code+of+Professional+
Conduct/Professional+Ethics/
Compilation and Review Engagements Guide
.113 The AICPA is developing a brand new AICPA Guide, Compilation and
Review Engagements, which will provide additional information on implement-
ing the new compilation and review standards. It also will include illustrative
letters, sample reports, and case studies. This guide is expected to be available
in spring 2010. See www.cpa2biz.com for further information.
SSARS Pipeline
International Review and Compilation Standards
.114 The IAASB is currently looking at whether its standards for review
and compilation engagements remain appropriate. It is not anticipated they
will complete their project before 2010. ARSC will continue to monitor the
IAASB project and will consider the appropriateness of convergence once the
revised IAASB standards are issued. ARSC believes that a harmonization with
international standards will assist practitioners, especially those practitioners
who are engaged to review the financial statements prepared in conformity
with IFRSs, as issued by the IASB.
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Accounting Pipeline
FASB and IASB Memorandum of Understanding
.115 In September 2008, FASB and the IASB updated their "Memoran-
dum of Understanding" (MoU), originally published in 2006, to reaffirm their
respective commitments to the development of high quality, compatible account-
ing standards that could be used for both domestic and cross-border financial
reporting. In developing the original MoU, FASB and the IASB agreed on pri-
orities and established milestones as part of a joint work program to develop
new common standards that improve the financial information reported to in-
vestors. FASB and the IASB agreed that the goal of joint projects is to produce
common, principles-based standards, subject to the required due process. In
the MoU, the boards identified the following 11 convergence topics on which to
focus:
 Business combinations
 Financial instruments
 Financial statement presentation
 Intangible assets
 Leases
 Liabilities and equity distinctions
 Revenue recognition
 Consolidations
 Derecognition
 Fair value measurement
 Postemployment benefits (including pensions)
.116 Both FASB and the IASB note that their individual and joint efforts
are not limited to the preceding items, but they remain committed to the MoU.
FASB and the IASB also have several other joint projects in process, includ-
ing the conceptual framework project, emissions trading schemes, insurance
contracts, and income taxes.
.117 Readers also are encouraged to monitor developments on the AICPA's
Web site, www.ifrs.com, in addition to the FASB, IASB, and SEC Web sites.
The growing acceptance of IFRSs as a basis for U.S. financial reporting could
represent a fundamental change for the U.S. accounting profession.
Other Accounting Projects
.118 Additionally, FASB has the following projects underway:
 Going concern
 Credit crisis projects that include the following:
— Measuring liabilities under FASB ASC 820
— Embedded credit derivatives scope exceptions
— Recoveries of other-than-temporary impairments
— Improving disclosures about fair value measurements
 Disclosure of certain loss contingencies
 Loan loss disclosures
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 Disclosure framework
 Phase 2 of postretirement benefit obligations, including pensions
 Oil and gas disclosures
 Treatment of base jackpot liabilities of casinos
.119 FASB and the IASB established an advisory group, the Financial
Crisis Advisory Group (FCAG), which is composed of senior leaders with inter-
national experience in financial markets. The FCAG will advise FASB and the
IASB about the standard setting implications of the global financial crisis, as
well as changes to the global regulatory environment. Readers should refer to
http://fasb.org/fcag/index.shtml for additional information.
Resource Central
.120 The following are various resources that practitioners engaged in
compilation and review engagements may find beneficial.
Publications
.121 Practitioners may find the following publications useful. Choose the
format best for you—online, print, or CD-ROM:
 SSARS No. 18, Applicability of Statements on Standards for Ac-
counting and Review Services (product no. 060656 [paperback])
 Accounting Trends & Techniques, 63rd Edition (product no.
0099009 [paperback] or WAT-XX [online])
 Audit and Accounting Manual (2009) (product no. 0051309 [pa-
perback], WAM-XX [online], or AAM-XX [loose leaf])
 Audit and Accounting Practice Aid Independence Compliance:
Checklists and Tools for Complying With AICPA and GAO Inde-
pendence Requirements (product no. 006661 [paperback])
 Audit and Accounting Practice Aid Independence Compliance:
Checklists and Tools for Complying With AICPA, SEC, and PCAOB
Independence Requirements (product no. 006660 [paperback])
 Review Engagements—New and Expanded Guidance on Analyti-
cal Procedures Inquiries and Other Procedures (product no. 006618
[paperback])
.122 Additional resources for accountants in business and industry are
the Financial Reporting Alert series, designed to be used by members of an
entity's financial management and audit committee to identify and understand
current accounting and regulatory developments affecting the entity's financial
reporting.
 Financial Reporting Alert Current Economic Crisis: Accounting
Issues and Risks for Financial Management and Reporting—2009
(product no. 0292009 [paperback])
 Financial Reporting Alert Not-for-Profit Organizations: Account-
ing Issues and Risks—2009 (product no. 0292209 [paperback])
AICPA reSOURCE: Accounting and Auditing Literature
.123 The AICPA has created your core accounting and auditing library
online. AICPA reSOURCE is now customizable to suit your preferences or your
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firm's needs. Or, you can sign up for access to the entire library. Get access—
anytime, anywhere—to FASB ASC, the AICPA's latest Professional Standards,
Technical Practice Aids, Audit and Accounting Guides, Audit Risk Alerts, Ac-
counting Trends & Techniques, and more. To subscribe to this essential online
service for accounting professionals, visit www.cpa2biz.com.
AICPA Accounting Guidance Library
.124 AICPA Resource Online now offers FASB ASC. As discussed previ-
ously in this alert, FASB ASC significantly changes the structure and hierarchy
of accounting and reporting standards into a topically organized format.
.125 In this extraordinary member value, the AICPA is offering online
access to FASB ASC along with our most popular Audit and Accounting Guides
for only $659 for a one year subscription (product number WGC-XX).
.126 This new library gives you online access to FASB ASC and the fol-
lowing AICPA Audit and Accounting Guides:
 Construction Contractors
 Depository and Lending Institutions
 Employee Benefit Plans
 Investment Companies
 Life and Health Insurance Entities
 Not-for-Profit Entities
 Property and Liability Insurance Entities
.127 The guides have been fully conformed and linked to FASB ASC and
will help ease your transition to the new structure. In addition, these guides
provide a key entry point to understanding the impact of FASB ASC on your
work.
.128 While working in FASB ASC on AICPA reSOURCE Online, you will
be able to do the following:
 Perform a full-text search
 Browse by topic
 Use quick go-to navigation to find a specific FASB ASC reference
 Access a cross reference report that identifies where legacy mate-
rial is now located and link directly to that content
 View the source of the codified content
 Join sections and subsections
 Access an archive function of previous versions of FASB ASC con-
tent
 See all FASB ASC content that links to a given paragraph
.129 Subscribe today and make the transition to the new FASB ASC at
a member-only value price of $659. Discounted multiuser subscriptions are
available for this library. To order, call 888-777-7077 or go to www.cpa2biz.com.
CPE
.130 The AICPA offers a number of CPE courses that are valuable to CPAs
performing compilation and review enagagements, including the following:
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 AICPA's Annual Accounting and Auditing Update Workshop
(2009–2010 Edition) (product no. 736185 [text] or 187193 [DVD]).
Whether you are in industry or public practice, this course keeps
you current and informed and shows you how to apply the most
recent standards.
 International Versus U.S. Accounting: What in the World is the
Difference? (product no. 731667 [text]). Understanding the differ-
ences between IFRSs and U.S. GAAP is becoming more important
for businesses of all sizes. This course outlines the major differ-
ences between IFRSs and U.S. GAAP.
 The International Financial Reporting Standards: An Overview
(product no. 157220 [online] or 739750HS [CD-ROM]). This course
captures a live presentation on IFRSs given to the AICPA board
of directors.
.131 Among the many courses, the following are specifically related to
compilation and review engagements:
 Advanced Issues in Compilation, Review and Accounting Services
(product no. 733382 [text])
 Advanced Update for Compilation, Review and Accounting Ser-
vices (product no. 731555 [text])
 ARSC 2009 Update (product no. 150410 [online])
 Compilation and Review Engagement Essentials (product no.
733679 [text])
 Managing Compilation, Review and Accounting Services (product
no. 733480 [text])
 Small Business Audit, Compilation and Review Update (product
no. 734521 [text])
.132 Visit www.cpa2biz.com for a complete list of CPE courses.
Online CPE
.133 AICPA CPExpress, offered exclusively through CPA2Biz, is the
AICPA's flagship online learning product. AICPA members pay $180 for a new
subscription and $149 for the annual renewal. Nonmembers pay $435 for a new
subscription and $375 for the annual renewal. Divided into 1-credit and 2-credit
courses that are available 24 hours a day, 7 days a week, AICPA CPExpress
offers hundreds of hours of learning in a wide variety of topics. Some topics
of special interest to those performing compilation and review engagements
include the following:
 2009 Annual A&A Update: Compilation and Review Update
 Comp and Review Engagements: Current Practices; Accounting
and Reporting Issues; Potential Change
 Compilations and Reviews: Introduction and Background
 Drafting Audit, Review, and Compilation Reports
 Intro to Cash and Tax OCBOAs and Their Effects on Procedures
in Audits, Reviews, and Compilations
 Types and Scope of Compilation Engagements
 Compilation & Review Engagements: Recent SSARS Develop-
ments and Current Practice Issues
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 Compilations and Reviews: Engagement Planning, Administra-
tion, and Quality Control
 Compilations & Reviews: Independence Considerations
.134 To register or learn more, visit www.cpa2biz.com.
Webcasts
.135 Stay plugged in to what is happening and earn CPE credit right from
your desktop. AICPA webcasts are high quality, two-hour CPE programs that
bring you the latest topics from the profession's leading experts. Broadcast live,
they allow you to interact with the presenters and join in the discussion. If you
cannot make the live event, each webcast is archived and available on CD-ROM.
CFO Quarterly Roundtable Series
.136 The CFO Quarterly Roundtable Series, brought to you each calen-
dar quarter via webcast, covers a broad array of "hot topics" that successful
organizations employ and subjects that are important to the CFO's personal
success. From financial reporting, budgeting, and forecasting to asset manage-
ment and operations, the roundtable helps CFOs, treasurers, controllers, and
other financial executives excel in their demanding roles.
IFRS Quarterly Webcast Series
.137 The IFRS Quarterly Webcast Series, brought to you each calendar
quarter, is part of a multistep educational process to get practitioners, financial
managers, and auditors up to speed on all aspects of IFRSs implementation.
Over the course of the quarterly series, IFRSs will be covered in depth. Inter-
national harmonization is quickly approaching, and this series will help both
accountants and auditors stay abreast of the developments and changes they
will need to implement.
Member Service Center
.138 To order AICPA products, receive information about AICPA activ-
ities, and get help with your membership questions, call the AICPA Service
Operations Center at (888) 777-7077.
Hotlines
Accounting and Auditing Technical Hotline
.139 Do you have a complex technical question about GAAP, OCBOA,
or other technical matters? If so, use the AICPA's Accounting and Audit-
ing Technical Hotline. AICPA staff will research your question and call you
back with the answer. The hotline is available from 9 a.m. to 8 p.m. EST on
weekdays. You can reach the Technical Hotline at (877) 242-7212, by e-mail
at aahotline@aicpa.org, or online at www.aicpa.org/Professional+Resources/
Accounting+and+Auditing/Accounting+and+Auditing+Technical+Help/.
Ethics Hotline
.140 In addition to the Technical Hotline, the AICPA also offers an Ethics
Hotline. Members of the AICPA's Professional Ethics Team answer inquiries
concerning independence and other behavioral issues related to the application
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of the AICPA Code of Professional Conduct. You can reach the Ethics Hotline
at (888) 777-7077 or by e-mail at ethics@aicpa.org.
* * * *
.141 This alert replaces Compilation and Review Developments—2008.
.142 The Compilation and Review Developments alert is published annu-
ally. As you encounter issues that you believe warrant discussion in next year's
alert, please feel free to share them with us. Any other comments that you have
about this alert also would be appreciated. You may e-mail these comments to
killuzzi@aicpa.org or write to
Kristy L. Illuzzi, CPA
AICPA
220 Leigh Farm Road
Durham, NC 27707-8110
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.143
Appendix—Additional Web Resources
Here are some useful Web sites that may provide valuable information to ac-
countants.
Web Site Name Content Web Site
AICPA Summaries of recent
auditing and other
professional standards,
as well as other AICPA
activities
www.aicpa.org
www.cpa2biz.com
www.ifrs.com
AICPA
Accounting
Standards
Executive
Committee
Summaries of recently
issued guides, technical
questions and answers,
and practice bulletins
containing financial,
accounting, and
reporting
recommendations,
among other things
www.aicpa.org/Professional+
Resources/Accounting+and+
Auditing/Accounting+
Standards
AICPA
Accounting and
Review Services
Committee
Summaries of review and
compilation standards
and interpretations
www.aicpa.org/Professional+
Resources/Accounting+and+
Auditing/Audit+and+Attest+
Standards/Accounting+and+
Review+Services+
Committee
AICPA
Professional
Issues Task
Force
Summaries of practice
issues that appear to
present concerns for
practitioners and
disseminate information
or guidance, as
appropriate, in the form
of practice alerts
www.aicpa.org/Professional+
Resources/Accounting+and+
Auditing/Audit+and+Attest+
Standards/Professional+
Issues+Task+Force
Economy.com Source for analyses,
data, forecasts, and
information on the U.S.
and world economies
www.economy.com
The Federal
Reserve Board
Source of key interest
rates
www.federalreserve.gov
Financial
Accounting
Standards Board
(FASB)
Summaries of recent
accounting
pronouncements and
other FASB activities
www.fasb.org
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Web Site Name Content Web Site
USA.gov Portal through which all
government agencies can
be accessed
www.usa.gov
Government
Accountability
Office
Policy and guidance
materials and reports on
federal agency major
rules
www.gao.gov
Governmental
Accounting
Standards Board
(GASB)
Summaries of recent
accounting
pronouncements and
other GASB activities
www.gasb.org
International
Accounting
Standards Board
Summaries of
International Financial
Reporting Standards and
International Accounting
Standards
www.iasb.org
International
Auditing and
Assurance
Standards Board
Summaries of
International Standards
on Auditing
www.iaasb.org
International
Federation of
Accountants
Information on
standards setting
activities in the
international arena
www.ifac.org
Private
Company
Financial
Reporting
Committee
Information on the
initiative to further
improve FASB's
standard setting process
to consider needs of
private companies and
their constituents of
financial reporting
www.pcfr.org
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